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According to the Feb. 28 edition of daily newspaper FOLHA DE SAO PAULO, President Jose
Sarney's popularity has rapidly declined in large part due to the failure of the anti- inflationary
economic adjustment program, known as the Plano Cruzado. Feb. 28 marked the anniversary of the
Plano, an ambitious program destined to reverse the three-digit inflation which had been building
up over the previous decade. In recent months, the government introduced modifications to the
plan, including partial wage and price freezes, and a series of policy measures designed to thwart
common practices in the financial sector of adjusting interest rates on the basis of monthly inflation
indexes. Following the general elections in November and subsequent economic policy adjustments,
prices resumed their upward spiral. At present, some economists predict that by year-end, price
level inflation will total 500%. According to an opinion survey conducted by the FOLHA, 42% of
Brazilian workers describe the government's economic policies as "bad" or "terrible." This shows
a significant change vis-a-vis an 82% approval rating for the Sarney administration registered in
March 1986, shortly after the anti-inflation program was launched. Next, 43% of survey respondents
claimed their standard of living had declined since the Plano was launched, while 17% stated it
had improved. While 46% of the respondents said they approved of the government's decision
to suspend interest payments on the foreign debt, 45% said the unilateral measure could cause
unemployment, while 62% stated that it may exacerbate inflation. In the first few months of the
Plano Cruzado, consumer spending grew significantly, as Brazilians at all income levels took
advantage of stable prices for the first time in years. However, the increased consumer spending
reduced the availability of goods which in other circumstances would have been exported, resulting
in reduced export revenues. In addition, the price freeze led to shortages of foodstuffs, such as
beef and milk products. Producers complained the price ceilings did not cover production costs.
Consequently, the government was forced to spend foreign reserves on foodstuffs imports.
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